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1. Ip the susmer snd fall of 1949, the Finance Division requoste gre’
sery sotion to obtain an imeressed T/0 o provide for snticipated &éﬁiﬁm
reguivenents of service to (80 and UPC, ZThese requsais were sndporsed bty the
fudzet Officer, However, setlion was delpyed during an Ageney reorpsnization
apd until new offielsls, sduirdsirstively responsible for the Fimance ﬁiﬁﬁﬂﬁ,
could review the siatus snd reguiremente of the Division. Immedls ;
activation of the Speciel Support Btaff, the Chief of that 5‘%&1’1’ slee endorsed
our reguest for additionnl persomsel and urged that s NMeregement Survey be
expedited, In Fetruary 1950 the Eamagemsnt Staff began s oomprebensive survey
for the purpose of improving mﬂm end procefores, snd to delermine if
additional persurral were required. Improved procefiires were recormended and
plresd into effect wherever savinge in time el personmnel were iovelved, Other
inprovenenis, roguliring sdditione] time or personme] have been 6ffected as por-
zitted by expanded feelilities,

2. Amemg the obeervations srd conclusions of the Survey Reperd sre the
stetenents quote’ belowt

“2. Hadines

s, The Fizmamee Division mz first established in the Office of
Bpecial Opersilions as tke Speelnl Fupds Branch, later iramsferred to
Bodgoet and Flsoal Office as the Confidential Funds Praneh in Jemuary
1849, Bore recently it was transferred to the Special Buppord Staff
gs the Firence Division. HNany of the present difficulifies and defi~
clenelies cun be ettributed to the chenges im comcept of operations
that occurred durlng the foregoing reovcavizations,

*h, ¥hile opersting as the Specisl Funds Bremel, Office of Specisl
Operations, the processing of finenels)l treansseiions wae sccomplished
with & mindmaz review whieh determined that o tromssetion hed been
dirsctsd, wes properly spproved, and the experse appeered to be rea~
sopable, Later the Division wne transferred to the jurisdiction of
the Pudpetl end Finance Office with the fumction of sfdministering 21l
dgency econfidential funde under an entirely pew concepl and under
mueh nore detalled regulations without sny incressze in personnel,

*s. Opersting under the mew concept of operutions and more siripe
gent regulstions it soon beceme aypsrent thed new crgonisstionsl unite
awi prooedurcs were required to perfors deiailed sudits and render
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servics required in secordance with Ageney policles and regulatiors,
siandsrdiged governsent travel regulations, Comptroller Cepsrells
Decisions, ete, This 4334 not materielly reduce the worklosd of other
seotions or personrel who previously performed such dulles bul merely
reflecisd the inersssed time required io process accounts ip scsorde
gnoes with the core detsiled repuletions,

%3, The greotly inereased workleed, cresied primarily by the ex~
yersion of UFC ap & obange in the type of finmanclsl servicing re-
quired by (80, hes resched the peint where the Finsnee Divislior iz
doin; everything possidls within their preseni peraonnel sivength
to provide gervice to covert offices st the sxpense of lowering
thelr standards of performence in esrwying cub their Nunctions of
sudit apd accounting,”

% * *

h, The Pinance Divisior haes continued to review thelr operne
tions towerd improvementis, many of the defislencies exieting ave
known snd bave been ksown to the supervisors for some time, lack
of personnel and pufficlent time on the pert of the supsreisors of
the Mvision sre the prisary roagons why corrective messures have
not been implemented.®

Aln the opinicom ef this amelyst the following srs the begle
problers exiating in the Floance Vivigion shick must bs sorrecied
before the Ploance Division #1l1 be sble to function ag & smooth
ard sffielent operstiont

®s. The covert offices are insizteni ihai asoounts amd projects
be procszeed on an 'imdividupl need to kpow brsis' with documentse
tien and informativn heling evaileble to the Fimance Divislor only
to the 1imit that they {the operstioms officera) deer 1% permissstle
within the security aspects of the project or sceount. On the other
hand, the eonirel spd regulstions governlng the uee of sonfidential
funds are beecoring more stringent end in prester detsil, Conssquente
1y the employses of the Finsnpe Divigion, all loyal sl consclentious
workers whe sre endesvoring to provide maxirus serviee to opsraticns
st the sxpsvse of forssking and/or delaying their egqually Smportant
funciion of eudit snd aceounting, are goiny to be just ss imsistent
thet more Informetion and docomentation be wede avellable te tham
rrior to processing and certifying expenditures,

*he shove sitvetion will result 4n operstione protesting they
are not peltinp serviee and support and that the security of theix
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operaticne is beling Jeopardised by this demend for Informatlon and
documentation, Az opposed to the foregoing, the Finenve Division
and the Agemcy itself without a good business system of eonirol and
sccounting of funde are wilmersble to eritieiss snd exceptions since
the avenue is widened for incorrect overpeyments, possible col~
lusion and fraud,

h, The Finence Division ip undersiaffed to provide the serviee
and to perform the bamiec functlonz which they are presenmtly respons
sible for,

%a, The Chisf snd Apsist -nt Chiel are reguired to devoie movre
and more of thelr time in szsleting the covert offices in the plen-
ning of operastions with 1ittle time svailable for the internal plane
ning and supervision of their own office.®

# * *

3, On 15 Bay 1950, s T/0 ineresse of spproximetely 40% wss approved,
Iomediate setlon wes teken to expedite the recrultment end training of the
nenly suthorized persornrel, In fach, much preliminsry setion had been taken
in antieipeation of approval, based upor unguestionable needs,

4. Shortly sfter approval of the inmorsssed 7/0 the Chief, Special
Support Staff, requested a report settin; forth:

{a) dotion which had been taken by the Fimsnce Division toward
inplementation of revised procsdures shd recruitment of
personnel,

{b} & faciusl atetement of the then current status of the Finance
Division with respect to workload and ability to meet require~
ments during the pericd of recrultament and training of addie-
tional personmel,

(e} A statement deseribing further ection, if needed, which might
expedits improvement,

This repori was submitted by the undersigned as Aeting Chisf of the Fimance
Division iz a memorandur doted 30 June 1950, Item {8) sbove wne disposed of
by statemenis of fsci no longer pertinent, Item (o) was answered on the basie
thet all sction which could materially help hed been initisted {(recruitment
and treining of personnel and revision of prosedures) therefore, *Our probe
lemg are not inspurmountabls nor in feet particularly diffienlt., It is simply
& satter of volume much of which, for securlty ressons, is mot permissible of
handling im an orderly routine marmer.® The snawer to item (b) wss intended
to be a eonfidentisl report for the private information of responsible offie
elals. However, 1t is now deemed aprropriets to meke this informetion e
matler of recerd. Several pearsgrapbe of the report dated 30 June 1950 relate
to the subjeet but 1t 1z belleved the following quotstior will adecuately sume
marice the entire content:
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# % &% IL is appurent to us {s view shared by ths Hamagement Staff)
that the functioms of the Fimance Division at the volume level of Hareh
1950, are impossible of proper performance without the services of gll
pereonrel authorized on our new T/0, plus a fleld employes pool to pro-
vide for home leave, 1llmezses, etc., of fimancc employees serving
gbroad,

"4. We are pow faced with an alternetive of performing 21l jobs
in & setisfectory manner in the grestest volume possidle under the
elreumsiances or further redueing an siready unsatisfsetory standerd
of perforsance and service, The first alternetive would require the
processing of aeeounts and other work on s firstein, first-cut basis
or on & selsctive basis, attempting to cere for the most urgent cages
first, The second alternative is, of course, undesirable and should
be resorted to only if no other meaps is awsilable. We balieve it
may be necesmnry to ecombime the selective work proeedure with a fure
ther reduction in the standerd of performance for & short poriod un-
t11 additional persommel emter on duty, By reducing standsrds of
performence we do not intend to sbandon governing regulations and
policles but rather we may have to forego the normal processing of
secounte thereby taking the obvious risk of 2 higher percentage of
error and subsequent sudit exesptions. Our present staff, espocially
the Certifying Officers, are most reluctant to ssorifice sceursey im
performance since the result may be eonstrued ss incompeiency on thelr
part at a lster dete, whenm errcrs are detected and sudit exceptions
taken. Unfortunastely, simce the errors will not be deteoted until a
later date, it would be more difficult for officisls te understand the
reesons for the apparent lack of satisfaciery performance,

25X1C

3. The above statement resulted in numerocus confercuces of sppropriate
officlals and direction by the Chief, Special Support 8taff, thet the Employees
Divislon would give priority attention to the recrultment of additiomsl per=
sornel, This wes donme and the splendid cooper:ztion and aceomplishments of
the Employees Division in this regard are hereby scknowledged., Through this
effart we have filled all vecancies, replaced losses (with the exception of
vacancles oreated by tremsfers to other offices as s matter of Agency priorie
ty), Bnd ot the same time huve approximately tripled the number of trained
finance employees at field siations,
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&, The question of hendling only the work which could be dope in a
completely satisfectory menmer, leaving a backlog pending $mproved condie
tions, or of sceepting all business {much of which is comsidered priority)
within seeeptable standerds ef propriety but at the obvious expemse of addi~
tienal error and quality of records was settled without hesitation inm favor
of the lstter sltermative, Thie nscessiteted direct raquests to mery Certi-
fying Officers, dufltors, Aseovntants and Clerks to forego wueh of the normal
procsdure in processing accounts, There waa natursl reluclence on the part
of mary of our ssployees to do this since 1t was feared the resull might be
& reflection on the compeiency of the individusls comcermed, These employees
wore assured Pull suppert and all possible protection agsinst later misunder=-
standing, and that there was no altermative. The outbreak of the Eorcan war
st sbout this $ime greatly empbssised the mesd for this course of aetlon,
sines, with it, came many new priority demands and inereased business, eppeci=
ally in connection with OPC aetivities,

7. The fact thet a high stendard of propriety was mainteined during
this period is olesrly established by the Auditor's report recently lssued.
The fact that anticipated errors and difficulties in accounting materialized
is also borne out by that report. Is this cornection we wish to note that
while the Audit Report esteblishes the ebove fects to December 1950, thers
are unguestionably other errors, to a degres higber then normal, not yet dle-
sovered which must be brought to light, at a much later date, although the
basie deficiencies have to & greet extent been corrected. (For most purposes
the Audit Peport wap concluded me at 30 Jume 1949.) We believe the procedure
is proper snd sll errors and deflsienclies during a period of audit should Ye
set forth regerdless of intervenlmy cerrective setion, This sppears sspeci-
glly true in comnection with the administration of Confidentisl Funds. Under
the circumstances, it would not appesr proper for the Auditor to minimicze dig~
erepancics based upen swbsequent correctioms. Nor would it sppesr to be the
fuditor's role to rationslise, justify, or sxplsin conditions regarding the
personne]l under which work during the andit perloed was performed. We belleve
thet simply stating the facts will, in the lomg runm, resull in betier undere
standing of the problems with esrlier apd more enduring corrective actionm,

¢, As noted above, busle correetive actlon has been inftiated, wmuch of
which has been mocomplished, A request for additionsl personnel to provide
for current peeds has thimdwle besn submitted. Our greéstest problems st
this time sre space apd tralmimg for the additional personnel. The training
progran is progressing sstlefactorily but there sppsars to be no lmmediste
solution to the problen of spece. Eegardless of the optimistie ontlook at
this time, these two facis should be berne in mind:

{a) The operational business of the dgency is inersasing et a
rapid rate and under conditions which, in view of ibe resirice
iions on space, and time required io sesure additionsl person-
nel, place sbmormal burdens on sll sdministrative services
inoluding finance. It sppesrs to be necessery io vnderiake
many previcusly unplenned operations regardless of aveilable
adnintsiretive support,
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(b} The conditions aet forth in the Report of Hensgement Survey
of 19.9 and in paragraph 4, above, require & great deal of
time in recovery sxeept ot the expense of oversteffing which
would sppesr wmwarrented Frovided there is svidence that the
deficiencies are primarily technieal angd that Punds ere prop=
erly controlled snd used, %o bolieve such evidenoe is mople
feated in the vertous Surveyas and Reporis,

Fith reospeotl to the Receasity to undertake =any new unanticipaied operetions,
we bslieve the Deputy Comptroller hes nade recomnendations for ovision of
Beceseary support therefor, Genorally the probless $avolved are not btesiew
2lly finanse matters elthough they constitute fizanciel 81fficultien ¢
cther adminisntrative support is not provided, we urderstend thet pueh
surport may be provided elsavhere,

9. ¥ith the foregoing in mind, and granted that the Pimanee Division
#tlll faces AL1ffioulitfes in working towsrs owmpletely satisfaetory solutions
to the many smmerstind problems, we nevertheless Teal that the marked ime
Frovenent to date warrants recognition of the efforts of Beny of our employ=
oo during the past year, It is trus thpt many have wsived leave benefite,
worked lomg houra, ircluding most bolidays ang weckends, much of which was

, \ j , i, ever, suoh conditions
were not peeulisr to the Finanes Diviaion during i1his time, and, while ap=
preciated, werrsnt mo specisl considerstion, It is not these efforts tut
the acoomplishuents of many 1udividuals under guch conditions shick fnstipate
his memererduw, The performance of epch employes mekes 1t airfionit 4o
single out outstanding Individuals, Howsver, among the employees who were
requented to weive norma) requirements until relief sould be obtained, whose
recorde glearly indieste Rocomplishment superior net only to ordinary ex-
pectations and requirenents but superior under ths sdverees conditiong get

25X1A
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10, There sre many other individusls who have made outstanding con-
tribution to the dgency during this period, therefore, the above list e
cited only ae ap exanple and not with the intent that they should
be officislly commended, which is not expected or Jesired, Rowever, sz s
result of some of the previously anmticipsted discrepancies having materiel-
ized ard recently ctme to lipht, there 1s considerable znsiety on the pert
of mapy indlividusle especially sincs we are now under different adminise
tration, We belleve 1t weuld ts of materisl value to the individuals svd
to the Agency if there was personsl indlcatior by the Comptroller that
agsurance of support previously granted are scknowledged end approved by
the present sdministration, This seems especlally imporisnt since it is
8till meceessary, to a lesser degree, to contime under the procedures
deseribed above, Accordingly, we recommend that the Compireller consider
the sbove statements and, 1f deemed appropriate, convey, in example, to units
or groups of saployesa his stiitude toward past anmd future parfmm ef
this mature,

25X1A
Aeting Chief, Pinance Division
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